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ABSTRACT 
 
Feng shui has been exercised in China for several thousands years. It is a 
surprise that this ancient technique is still being practiced in the modern world. 
Chinese people all over the world still appear to believe in it – when 
purchasing residential properties, they would concern about what feng shui 
may affect. This study focuses on the traditional ancient Chinese feng shui 
technique and its effects on residential property. There are two basic feng 
shui schools, the Xing Shi School (形勢宗) and the Li Qi School (理氣宗). 
They focus on different aspects and relate to property in different ways. The 
Xing Shi School focuses on the overall environment around the property 
whilst the Li Qi School focuses on the “qi” flowing into and through the 
property. In this study, the Li Qi School was selected as the tool of analysis 
because that is the most common way in which professional feng shui 
masters analyze property with. In order to make the analysis more generally 
applicable in Hong Kong, four large residential housing estates were selected. 
They are Sceneway Garden in Lam Tin, Sunshine City in Ma On Shan, 
Taikoo Shing in Quarry Bay and Luk Yeung Sun Chuen in Tsuen Wan. Sales 
transaction data from 1995 to 1999 were collected and used in this analysis. 
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The results showed that about 0.9% to 1.5% discount can be accounted for in 
the pricing of property with bad feng shui properties. However, there was no 
apparent significant pricing effect of good feng shui. Nevertheless, the results 
do demonstrate that feng shui is priced into residential property in the Hong 
Kong market. 
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CHAPTER ONE   INTRODUCTION 
 
1.1 Introduction 
 
There is an old Chinese Proverb which every Chinese people in the world are 
familiar with. ‘The most important factors in life are fate, luck, feng shui, virtue 
and education’ (一命， 二運， 三風水，四積陰德， 五讀書). It was stated such 
a long time ago that there is no way to discover its source; however, it indicates 
that in Chinese culture, feng shui is very important. In places such as Hong 
Kong, Taiwan and Singapore, where there are large Chinese populations, feng 
shui thrives as a fact of daily life. People rely on feng shui t to find or build a 
house that will bring the family health and prosperity. Business community 
consults feng shui masters in choosing offices and business locations 
(Bourassa and Peng, 1999). While the practice of feng shui has been common 
in Chinese communities for centuries, it is no longer a practice valued by the 
Chinese alone. In many Western countries, architects, real estate agents, and 
even homeowners are beginning to be interested in feng shui (Wong, 1996). 
                                                                                     
In Mak and Ng (2005), a study of the relationship between feng shui and 
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architecture, it stated that not only Chinese, feng shui is even increasingly 
popular in western countries. Many western people believe that feng shui can 
lead them to be more healthy or wealthy if they follow feng shui theories when 
selecting and decorating homes and offices. In a book written by Waring 
(1993), there are two case studies in London: Two western home owners 
originally suffered from bad luck and illness, after they consulting feng shui 
masters and decorating their houses, they found that their luck and health 
being improved. 
 
In this dissertation, the aim is not to promote feng shui or superstition, but to 
find out what effect, if any the pursuit of traditional Chinese feng shui, has on 
residential properties in Hong Kong. 
 
1.2 Objectives 
 
The objectives of this dissertation are to: 
1. Explore the fundamentals of feng shui; 
2. Look at the general relationship between feng shui and property; 
3. Review its practice and application in between Chinese and non-Chinese 
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culture; 
4. Determine its influence on the values and characteristics of properties in 
Hong Kong; 
5. Investigate whether there is a pricing effect in terms of people’s decisions to 
purchase in Hong Kong. 
 
1.3 Hypothesis 
 
The following hypothesis will be tested in this dissertation: 
 
Feng shui is a significant factor in the pricing of residential properties in Hong 
Kong. 
 
Data will be collected and a hedonic pricing model will be established. Ordinary 
Least Square (OLS) regression approach will be employed to find out the 
coefficients of the hedonic pricing model. 
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1.4 Methodology 
 
The dissertation will start with the background and the definition of feng shui. 
Feng shui theories and the culture effect of feng shui will also be stated. The 
hypotheses will then be tested by hedonic pricing model which was introduced 
by Rosen (1974). The regression techniques can help to calculate the 
coefficients for the factors affecting the properties prices. Different variables 
affecting the price of the properties will be found such as flat sizes, floor level, 
location, nearby facilities, transportation, etc. Feng shui will also be converted 
into independent variables in the regression. 
 
To make the regression more accurate, the transaction data will be analyzed 
carefully. The feng shui of residential properties will be analyzed by feng shui 
theory. All the feng shui analyses in this dissertation will be verified by a feng 
shui master in order to make sure all the analyses are done correctly. 
Moreover, only those similar data, for example, those properties with similar 
transport situations and similar ages will be collected.  
 
About nine thousand transaction data sets will be collected. The time period of 
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the data collected will be from 1995 to 1999. This period time is selected 
because these years are lying in the same year period of feng shui. The cycle 
changes once twenty years and the seventh cycle ended in 2004. Buyers’ 
perception of luck will change from one cycle to another. Therefore the time 
period years near the end and the start of each cycle is not selected. The 
detailed explanation of data collection will be stated in Section 4.2.2. After 
collecting the data, the data will be adjusted using the Rating and Valuation 
Department index in order to eliminate the effect of time and inflation on the 
property price.  
  
1.5 Organization of the dissertation 
 
This dissertation is divided into six chapters. Chapter one is the introduction of 
the dissertation briefing the background, objectives, hypothesis and 
methodology of the research. The literature review is in chapter 2 concerning 
two directions including a part about feng shui and the other about hedonic 
pricing model. The meaning and details of feng shui will be shown in chapter 3. 
In this chapter, the feng shui concept and application of it in real estate 
property will be discovered. Chapter four discusses the methodology 
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employed, the criteria for collecting the relevant data and also how to analysis 
the data collected. Empirical results will be produced and shown in chapter 5. 
The relationship between feng shui and property price will be analyzed. In the 
last chapter, a conclusion of this dissertation will be given. 
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CHAPTER TWO   LITERATURE REVIEW 
 
2.1 Introduction 
 
In this chapter, literature on the ancient Chinese techniques of feng shui and 
the hedonic pricing model will be employed to analyze the transaction data and 
data collected will be reviewed. Firstly, some basic ideas on feng shui affecting 
properties will be raised. Secondly, the analysis of this dissertation will be 
carried out by hedonic pricing model which was introduced by Rosen (1974). 
Ideas and information on how to select the variables used in the hedonic 
pricing model will be provided. 
 
2.2 Feng Shui 
 
In Baen and Teoh (1992), which is a study of feng shui to real estate 
investment decisions of Chinese people, the objective was towards a better 
understanding of the needs of Asian investors. In this study done by Baen and 
Teoh from New Zealand and Singapore, it showed how important feng shui is 
to the Asian investor and ultimately on the world’s property markets. In the past, 
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many Chinese emigrated from China to all parts of the world. Although many 
have become westernized, they are still influenced by the beliefs and the 
traditions inherited from their forefathers. Baen and Teoh also stated that there 
are many Chinese, particularly the rich, believe in feng shui – The richer the 
people, the more careful they are to maintain their wealth and high status. 
Those rich people can not afford the risk of ignoring feng shui or the advice 
from the feng shui master while poor people also look upon feng shui to 
change their fate. Poor people believe that prosperity, good health and also 
happiness can be achieved by owning property in which feng shui is good. 
(Baen and Teoh, 1992) 
 
In Leung’s study (2006), an investigation on stress among Hong Kong 
employees was carried out. Leung stated that modern Hong Kong Chinese 
values still retain certain traditional aspects such as filial piety, the importance 
of family bonds and unity and of roles and status, the value of self control and 
the inhibition of strong emotions, together with an emphasis on low 
assertiveness. Modern Hong Kong social system exhibits a unique mixture of 
the patrimonial and patriarchal values of traditional Chinese culture on the one 
hand, and the values of modern capitalist economies on the other. People 
place a strong emphasis on productivity and efficiency in the workplace, but 
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there are also persistent Confucian influences in modern Hong Kong’s value 
system. Nonetheless, these values have not halted the forces of modernization 
and industrialization. Interviews were arranged for this study. The causes of 
the employees’ stress and effects were identified. It found out that one of the 
causes was related to feng shui. Some of the interviewees even blamed their 
health problems on feng shui of the workplace, which showed that even Hong 
Kong people are educated with western cultures, they would still retain the 
traditional Chinese cultures and values. The belief in feng shui keeps in Hong 
Kong people’s mind. (Leung, 2006) 
 
In the website of the Hong Kong Tourism Board, there is a promotion of a living 
culture tour called the “Feng Shui Tour”. It is a tour which tourists can learn 
about the principles of feng shui and see how it has influenced the landscape 
of major commercial areas. This tour is organized by Sky Bird Travel Agency 
Company Limited, targeting tourists from all over the world. It helps illustrate 
that the interests of non-Chinese tourists towards feng shui and that they are 
willing to try to learn and understand more about it. Westerners appear to have 
become more willing to accept feng shui rather than the absolutely denial of its 
importance in the past. (HKTB, 2009) 
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In Liu (2003), a study on local religion in Hong Kong and Macau was carried 
out. Liu examined the local religious practices in Hong Kong and Macau from 
an anthropologist’s perspective. He discussed the supernatural world and 
supernatural powers, localized deities, temple festivals and religious 
organizations and feng shui which both Hong Kong people and Macau people 
believe in. According to Liu, many people in Hong Kong believe in feng shui as 
they hire feng shui masters to identify the location of the supernatural forces. 
People capture the beneficial power and avoid the harmful forces by 
manipulating the setting and direction of a building or the decorations inside a 
building. In the New Territories, feng shui may become a weapon used by local 
people to confront government or developers when they are trying to destroy 
the natural landscape in their construction projects. In the urban areas, 
developers may release information showing that the buildings have good feng 
shui in order to attract more people to buy. Liu’s study showed that feng shui 
was used in Hong Kong and often adopted by Hong Kong people. (Liu, 2003) 
 
Emmons’ study (1992), was another attempt to examine if feng shui was still 
been used in modern Hong Kong. The results showed that feng shui was still 
popular despite the fact that Hong Kong had been a British colony for more 
than a hundred years and had become a modern and heavily westernized city. 
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It was a little surprising that feng shui had survived as long in Hong Kong. In 
Emmon’s study, 1,980 telephone interviews were conducted with 35%  
reporting to believe in feng shui. Only the age group under 18 years old 
showed a significant drop to 25%, whilst other age bands were above the 
average. Emmons suggested that this was because those under 18 had not 
yet reached the time in their lives where feng shui might affect marriage, 
careers, etc. They would begin to take precautions to protect their luck only 
after those events have happened. They were anticipated to come up to the 
average level of belief after moving into young adulthood. The study also 
showed that education is positively correlated to belief in feng shui. According 
to Emmon’s study, among those with no education, 25% of them believe in 
feng shui; on the contrary, for those at college level and/or graduates, 42% and 
44% showed to believe in feng shui respectively. The survey provides some 
evidence to suggest that there was no apparent tendency for feng shui to 
decline even though Hong Kong people had become more westernized or 
more educated. Emmons concluded that feng shui would continue to survive. 
(Emmons, 1992) 
 
Further research has been done studying whether feng shui is just a 
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superstition or it is actually a science. Han (2001) discussed the scientific 
nature of feng shui. He stated that one should not view feng shui as a 
superstition if he does not have fully understanding of it. He investigated the 
ancient theory associated with feng shui and listed out the primary criteria for 
an ideal building site location stated in the theory. After he had compared the 
ancient and modern theories, he found that there were many similarities 
between feng shui theory and modern theory related to  human habitat 
selection. These findings attempt to establish a sound scientific basis for feng 
shui and try to demonstrate that feng shui is not simply superstition. (Han, 
2001) 
 
In Mak and Thomas Ng (2005), feng shui is to be examined whether it is 
smiliar to the design of architects. One of the feng shui schools, the land form 
school (Xing Shi 形勢), was selected for analysis. The Xing Shi School was 
selected because it was easier to check the similarities with architectual 
designs. The land form school can be more readily recognized by building 
professionals than the compass school (Li Qi 理氣) for analysing the built 
environment. An ideal feng shui model of a building environment was 
generated after studying the land form feng shui theory. Architects in Sydney 
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and Hong Kong were invited for an empirical survey. The ideal feng shui model 
was verified whther design of architects based on scientific derivaton is in line 
with the feng shui theory established several thoisand years ago. The results 
showed that the surrounding environment and also the interior layout proposed 
by architects generally concurred with feng shui theory. This study showed that 
the ancient feng shui theory is not a superstition but actually does comply with 
modern scientific methods of analysis. (Mak and Ng, 2005) 
 
Some people misunderstand feng shui. They think that “lucky numbers” is a 
part of feng shui. Studies on the superstitious belief in “lucky numbers” have 
been repeated in several journals. In Bourassa and Peng (1999), it showed 
that the effect of lucky house numbers such as 3, 6 and 8 which are 
pronounced like ‘wealth’ and ‘becoming wealthy’ in Chinese on residential 
property prices in Auckland, where there is a high population of Chinese 
people. The results showed a 10% price premium in houses with lucky 
numbers. Whilst Chinese people might avoid purchasing houses with unlucky 
numbers, however, non-Chinese might not be so concerned into the 
“luckiness” of the number so that the negative effect of an “unlucky number” 
was not as significant. (Bourassa and Peng, 1999) 
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In other work on residential property prices in Hong Kong by Chau et al. (2001), 
it investigated the effect of “lucky floor numbers”. Results showed that flats with 
“lucky floor numbers” such as 8 would be sold at a higher price. The research 
collected the transaction data from the Taikoo Shing Estate which is the largest 
private residential housing development in Hong Kong. People were willing to 
pay on average 2.8% more for lucky number floor whilst the negative effect 
was not significant. The results also showed that people would be more willing 
to pay a premium for a “lucky number floor” during a property boom period but 
less willing to pay during a property slump. (Chau et al., 2001a) 
 
In Gibler and Nelson (2003), the article presented a review of some consumer 
behavior concepts relevant to real estate and suggested how these concepts 
can expand real estate study. It pointed out that subcultures exists in a society. 
The subcultures may be racial, ethnic, religious or other groups whose 
members can be distinguished from the general public and who are held 
together by a common culture. The paper took an example from the United 
States. Major subcultures in the United States include Asian- Amercians, 
African- Americans, Hispanics, as well as some religious denominations or 
sects. In order to build good developments, developers have to understand 
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these subcultures and how their different beliefs affect their real estate 
preferences. Gibler and Nelson confirmed feng shui as one of the major 
concerns for Asian- Amercians when they purchase houses. Houses ought to 
have proper feng shui design elements in order to make them as the preferred 
choice (Gibler and Nelson, 2003). 
 
Baen and Teoh’s study (1992) also suggested that Asian investors are often 
willing to pay a price which is higher than the market price for property that has 
good feng shui in US. Some Asian investors have purchased property only to 
demolish the building to build one with better feng shui. Many Asian investors 
undertake detailed feng shui studies during due-diligence periods, carrying out 
the studies in the guise of suitability studies. They may fly feng shui masters 
halfway around the world to check out a property’s feng shui – a consideration 
that can be as important as the property’s cash flow performance or potential. 
It follows that choosing sites and design features for property development or 
developed properties that meet the demands of potential Asian customers may 
eventually pay off increased marketability. Incorporating feng shui into 
designed or acquisition criteria generally does not require expenditures of 
large sums. Sometimes, it means being a little choosier or more selective 
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about a site, taking care with the design or shape of building or keeping in mind 
critical numbers concerning stairs, stories, or rooms. Their study suggested 
that Chinese people are eager to have properties with good feng shui. (Baen 
and Teoh, 1992) 
 
In foreign newspaper business reports, feng shui was considered as one of the 
important factors that could affect the Asian homebuyers’ decisions. In Fost 
(1993), it stated that real estate marketer in the United States said that if the 
property had a good feng shui environment, then more Asians would buy it. 
Accepting the advice from the real estate marketer, a developer tried to design 
properties with some low cost design alterations such as minimizing the 
number of “T” intersections, rejecting rectangular front lawns, planting some 
shrubs, etc. Asians were then lured to buy up to 80 percent of those projects. 
(Fost, 1993) 
 
In Tam, Tso et al. (1999), it provided an example of using land form school as a 
factor to study the impact of feng shui on property prices. Yam, Tso et al. 
studied the case of village property development in Tai Po New Town in Hong 
Kong. 15 villages in Tai Po with similar locational and socio-economic 
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characteristics were chosen. In the paper, authors stated that the land form 
theory is a geographical and environmental science. It should be a conclusion 
from observing natural landscapes. To take feng shui into account for property 
prices, a hierarchical scoring system was employed. Different topographical 
conditions complied with feng shui theory had different scores. The result 
showed that there was a high correlation between the feng shui and housing 
price in a village in Tai Po, which reinforced the hypthesis that feng shui plays a 
very important role in determining the values of hosuing price. Also, the study 
pointed out that areas with better feng shui would have more new houses there 
in Tai Po. However, this study is limited to the land form feng shui theory only. 
(Tam et al., 1999) 
 
There is another paper studying the impact of feng shui on property prices. In 
Mak (1995), the relationship between feng shui and rental prices of 
commerical buildings was found. Both theories of land form school and 
compass school were converted into dummy variables in the hedonic pricing 
model. He collected the rental price data from 3 selected commercial blocks in 
Hong Kong. The result was that the impact on the price of commerical building 
was significant for compass school theory and properties with good feng shui 
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obtained a relatively higher price than those units with bad feng shui. On the 
other hand, the significance of the impact on property prices by land form 
theory was relatively low and was not statistically sound. Mak explained that 
the land form factor was not significant because the buildings selected shared 
the same land form nearby while the difference was the views from the flats 
only. The effect of land form could not clearly be seen. Mak’s study showed 
that there is an effect on commerical property price by feng shui.  
 
From the above literatures studied, some ideas on the dissertation about feng 
shui are raised. Although feng shui is really a traditional Chinese technique 
which has been exercised for several thousands years before, it is still being 
practiced in Hong Kong and the whole world. From newspaper or journals, it is 
observed that even non-Chinese people were concerning feng shui. 
Nowadays, there are still a significant percentage of Hong Kong people 
believing in feng shui. In some papers, the effect of feng shui and property 
price was studied. It is believed that there is really an effect on the price in 
some villages in the New Territories and some commercial buildings in urban 
areas in Hong Kong. Therefore, it should be possible to have an effect of feng 
shui on residential properties in urban Hong Kong. 
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However, it does not appear to have been any investigation on the relationship 
between feng shui and residential property prices in urban areas of Hong Kong. 
Feng shui is an ancient Chinese geometric science of landscape and building 
design that seriously influences the modern real estate investment decisions of 
more than 1.5 billion Chinese worldwide. (Baen and Teoh, 1992) This 
dissertation will try to establish whether a premium is generally paid by 
investors for residential properties with good feng shui in Hong Kong. 
 
2.3 Hedonic pricing model 
 
The hedonic pricing model was first proposed by Rosen (Rosen, 1974). The 
model then has become a popular research tool and is extensively applied 
after proposed by Rosen. He suggested that goods could be treated as a 
package of different characteristics in which the package could not be untied. 
Rosen concluded that when goods could be treated as tied packages of 
characteristics, observed market prices are also comparable on those 
characteristics. He defined hedonic prices as “the implicit prices of attributes 
and are revealed to economic agents from observed prices of differentiated 
produces and the specific amounts of characteristics associated with them.” 
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The characteristics have their own values which contribute to the price of the 
goods, but the sellers cannot repackage the characteristics of the goods and 
cannot sell each of the characteristics individually. 
 
The hedonic pricing model can be applied to the valuation of properties. The 
dependent variable will be the price of the property and the independent 
variables will be the characteristics of property. The price of property is the 
sum of the implicit price of different characteristics of the property. 
 
The hedonic pricing model is the most common model used to study the 
relationship of the price and the characteristics of the property in which the 
price of housing is based on the physical characteristics of the property and 
the surrounding neighborhood. As the hedonic pricing model explicitly 
recognizes the heterogeneity of urban housing and it estimates the price of a 
house as a function of its structural and locational characteristics, it is widely 
used as a valuation method of properties. (Blackley et al., 1984) That is why 
hedonic pricing model is selected to be the analyzing tool of this dissertation. 
 
 
 21
2.3.1 Housing attributes 
 
According to Rosen (1974), the observed characteristics are described as a 
joint-envelope and all of them should be considered in the hedonic pricing 
model. However, in Bulter (Butler, 1982), he gave a different view. He stated 
that it could not be done in real practice. Several reasons are given: there is an 
unmanageably large amount of characteristics for a property and many of 
these data are either unavailable or of exceedingly poor quality. Even the data 
is successfully collected, the intrinsic clustering of characteristics may lead to a 
problem of multicollinearity. Therefore, the housing attributes should be 
carefully selected. Researchers should collect those housing characteristics 
yield utility to residents and are costly to produce only. In Mok, Chan et al. 
(1995), a systematic way of classification of housing attributes was found. The 
housing attributes can be classified into three different kinds, structural 
attributes, locational attributes and neighborhood attributes. (Mok et al., 1995) 
 
2.3.2 Structural attributes 
 
Structural attributes refer to the building structures of the properties. The 
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structural attributes are actually very common characteristics in doing hedonic 
pricing model. There is no definition on structural attributes. The most common 
examples of structural attributes are floor area, floor level, building age, the 
view from the properties, etc. 
 
Structural attributes such as age of building, the presence of hot water and 
central heating, the size of dwelling units measured by the number of rooms 
and bathrooms and a prorated share of the parcel area are used by Kain and 
Quigley (1975). The result showed that these structural attributes are 
significant in determining the prices of the properties. (Kain and Quigley, 1975) 
The effect of property price of the number of bedrooms, washroom, and central 
heating were also studied by Cheshire and Sheppard (Cheshire and Sheppard, 
1995). However, unlike in the West, these characteristics are seldom used in 
the researches in Hong Kong.  
 
In Wolverton (1997), the relationship between developed residential lot price 
and the amount of view amenity and lot size is studied. For the view of the 
properties, Wolverton studied it in a different way. Traditionally, researches on 
the view of properties studied only the existence of view, without consideration 
 23
of the quality of the view; however, he used the size of the angle of the view 
from the property to analyze the effect of the view on property price. The result 
showed that it was too simplistic and imprecise to study in the traditional way. 
Appraisers should devise valuation techniques to determine different values of 
different qualities of view from property to property. (Wolverton, 1997) 
 
For the implicit price of building age, the result of Mok and Chan (1995) 
showed that the price of property in an older building is lower than the newer 
building.  
 
Other structural characteristics like the luckiness of number were studied. 
Chau et al. (2001) and Bourassa and Peng (1999) showed that the prices of 
properties with a lucky number are higher. In Chau et al. (2001), a study on 
lucky floor number in Taikoo Shing which is the largest private development in 
Hong Kong was done (Chau et al., 2001a). In Bourassa and Peng (1999), the 
effect of lucky house number was studied. This kind of intangible structural 
attributes also affect the property prices. (Bourassa and Peng, 1999) 
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2.3.3 Locational attributes 
 
The most common locational attributes are the characteristics of the 
geographic elements of property such as the accessibility from the property to 
the Central Business District (CBD), the travelling time, travelling cost, 
availability of different transportation, etc. 
 
Alonso (1964) did the early study on the effect of location on the residential 
property; he considered the distance from the residential property to the CBD 
would be the only factor when the customers choose to buy a property. 
Customers care about the accessibility to a single work site only. His model 
showed that the further the distance between the property and the work place, 
the lower the price of the property. It is because people have to pay a higher 
transportation fee and also spend a longer travelling time if they live far away 
from the work place. (Alonso, 1964) 
 
In Chau, Ng et al. (2001), the study stated that the effects of transportation on 
residential markets can be divided into travelling time, travelling cost, level of 
convenience and the availability of different kinds of transportation to the CBD 
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(Chau et al., 2001b). Mok and Chan (1995) measured the distance from the 
property to the CBD. The CBD was defined as the Causeway Bay MTR station. 
The result was that the further the distance, the lower the property price. (Mok 
et al., 1995) 
 
In Chau and Ng (1998), after there was an improvement of the transportation 
system of Kowloon- Canton Railway (KCR), the price gradient of property 
prices of Tai Po and Sha Tin was reduced. Originally, Tai Po was further away 
from the city centre than Sha Tin. The development of KCR helped to improve 
the accessibility to CBD for Tai Po; therefore the price gradient was reduced. 
(Chau and Ng, 1998) 
 
2.3.4 Neighborhood attributes 
 
Neighborhood attributes are characteristics which are about socio economic 
and also physical structure of the neighborhood. 
 
In Bible, Hsieh et al. (2002), the effects of site contamination on residential 
property values was studied. The study area is in the Shreveport-Bossier City 
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in Northwest Louisiana which is a region having numerous brownfield sites. It 
is found that the properties in a neighborhood to be contaminated would result 
a negative influence on property price. (Bible et al., 2002) 
 
In Kain and Quigley (1975), the neighborhood attributes included are 
neighborhood prestige (the median schooling of adults in the census tract), the 
measure of school quality and criminal activities. However, in the researches of 
Hong Kong, it is rare that these characteristics are used. (Kain and Quigley, 
1975) 
 
Weicher and Zerbst (1973) stated that the properties which are on the sides of 
the parks can get the benefit of the open space. For those properties facing 
parks, a positive effect is on the property value. (Weicher and Zerbst, 1973) 
Rosiers, Lagana et al. (1996) focuses on the effect of proximity and size of 
shopping centres on the residential properties surrounding. The result found 
two different effects. The positive effect is that the residents can get level of 
convenience gained from easy access to shopping and entertainment facilities. 
The negative effect is that noise, congestion and pollution are generated from 
the nearby shopping centre. (Rosiers et al., 1996) 
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The literatures above showed many of the neighborhood attributes. Although 
neighborhood attributes are not so obvious to the locational and structural 
attributes, the effects of neighborhood attributes on residential property prices 
may not be less than others. After reading the literatures, different housing 
attributes affecting property price are identified. The idea of how to select 
different factors of properties which should be included in the hedonic pricing 
model in this dissertation is formed. The next chapter will introduce some 
fundamental ideas of feng shui together with examples of actual practice of 
feng shui masters. 
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CHAPTER THREE   FENG SHUI 
 
3.1 Introduction 
 
“Feng shui”, means wind and water in Chinese words. Why does feng shui 
have this name? According to Eitel and Michell (1984), they explained that 
feng shui is a thing like wind, which you cannot comprehend, and like water, 
which you cannot grasp (Eitel and Michell, 1984). Kan Yu (堪輿) is the other 
name of feng shui. Kan (堪) means the theory of cosmology and yu (輿) means 
the theory of terrestrial.  
 
Chinese feng shui was developed several thousands years ago and there has 
been a continuous evolution of feng shui throughout its history. The original 
form of feng shui was started by Fu Xi (伏義) and Yu (禹) in the ancient China. 
They discovered the Ho Tu1 (河圖) and Luo Shu2 (洛書). Chinese people then 
kept improving the feng shui techniques by discovering and developing new 
technologies and sciences. As a result, many different schools of thoughts 
about feng shui developed. In between, the most basic and mainly believed 
                                            
1 Picture of Ho Tu refers to Appendix 1 
2 Picture of Luo Shu refers to Appendix 2 
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schools are Xing Shi School (形勢宗) and Li Qi School (理氣宗). The Xing Shi 
School is also called Jiangxi School (江西派) and Li Qi School is called Fujian 
School (福建派 ) because there were more practitioners supporting their 
schools of thoughts in these two places separately. Xing Shi School focuses on 
the relationship between humans and the environment. It lays the greatest 
stress on the doctrines of the breath (qi 氣) and outlines (ying 形) of the 
nature. The principle is to look for the visible symptoms of dragons and tigers 
and of a good health, and then to judge the surrounding influences by 
consulting the Chinese compass, Luo Pan (羅盤)3. Li Qi School focuses on the 
relationship between humans, cosmic planets and the earth. It attributes the 
greatest importance to the order of the nature (li 理) and the numerical 
proportions of nature (su 數). This school is especially attached to use the Luo 
Pan. (Eitel and Michell, 1984, Chu, 2003) 
 
According to Brunn (2003), there was a disaster of feng shui practitioners in 
China in the last century. The Communist won the Chinese Civil War and the 
People’s Republic of China was then formed. Feng shui, religion and 
ancestors were classified as superstitions under Chairman Mao Zedong’s 
                                            
3 Picture of Luo Pan refers to Appendix 3 
 30
ruling. Fortunetelling, physiognomy and geomancy practitioners would be 
killed if they continued practicing. Fortunately, some feng shui practitioners 
moved to Hong Kong, Taiwan, Singapore or other countries during that period. 
The Chinese traditional techniques could then be kept properly. (Bruun, 2003) 
 
According to Chu (2003), the philosophies of Chinese feng shui are as the 
followings:  
 
1. the laws of nature (自然的法則) 
 
Everything in the universe is within the same system so that things must have 
certain relations and connections between themselves. The ancient Chinese 
people discovered that all the celestial bodies, such as the sun, the moon and 
other planets would affect the seasons, tide, day and night and other disasters. 
The thought of feng shui suggested that there is a rule called “li” (理), 
controlling everything in the universe. This rule is run by the law of nature.  
 
2. the numerical proportions of nature (自然的數值化) 
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The celestial bodies can exist harmoniously with each having different sizes 
and loci because they are at their own suitable position and with suitable 
volume and density. That is the same case on earth. Everything on earth 
coexists with each other because of balance. Every balance can be calculated. 
The calculation is called “su” and feng shui is a way to calculate. 
 
3. the breath of nature (自然的氣息) 
 
The breath of nature is called “qi”. Qi is generated according the rule of “li” and 
the balance of “su”. The qi is the energy generating and affecting everything in 
the universe. 
 
4. the forms and outlines of nature (自然的外形) 
 
The forms and outlines of nature are called “xing”. Xing is created by “li”, “su” 
and “qi” which cannot be observed while xing can be observed in human eyes. 
Any change of the balance of the nature can be reflected in the xing. (Chu, 
2003) 
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3.2 Land form school (Xing Shi 形勢) 
 
As mentioned before, the land form school is concerning about the breath and 
outlines of the nature. The feng shui master treats the earth as a living and 
breathing organism, therefore, they gravely discuss the inhaling and exhaling 
breath of nature. 
 
In the land form school, a very important concept is to maintain a good flow of 
qi. In an ancient Zang Shu (葬書) which suggested how to find suitable 
graveyards, it stated that qi will be dispersed by wind and will be stopped when 
it meets water. (氣隨風則散, 界水則止). A good site should be screened from 
wind and near to river so that qi can be stopped and maintained. 
 
There are mainly five important factors in the land form school, finding 
mountains (覓龍), observing the arrangement of mountains (察砂), observing 
the rivers (觀水), selecting the suitable site (點穴) and choosing the direction of 
the homes built. (取向)  
 
The first one “finding mountains” means to find some mountains with suitable 
 33
features, and feng shui theory compares the mountains with dragons. The 
earth, stones and, trees and grasses are classified as dragon meat, bones, 
and hairs of the dragon respectively.  
 
The second one “observing the arrangement of mountains” means good 
mountains should cooperate with each other to form a good feng shui condition, 
which is that the building site having a dragon (large mountain) behind, two 
lower mountains on two sides of the site and a low mountain in front of the site. 
 
“Observing the rivers” means that reviewing the source of the rivers and the 
quality of the water. This school states that mountains cannot stand alone 
without rivers, otherwise, qi will disperse and nothing can grow on the 
mountain (山不能無水, 無水則氣散, 無水則地不養萬物). Rivers are treated as 
the blood vessels of land. Therefore, it is impossible to have no river nearby 
the site. 
 
After observing mountains and rivers, the site should be selected. The site 
should be located in somewhere with good mountains and rivers in the 
previous steps. And the final step is construction of buildings. The directions of 
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the building facing will be analyzed by Wu Xing, Tian Gan Di Zhi and Ba Gua. 
 
Figure 1 below indicates what an ideal building site is: having a good dragon 
mountain ridge behind and some low mountains beside and in the front of the 
site. There is also a river nearby, bringing the site with good qi. (Gang Liang, 
1999) 
 
There are still many land form school theories. However, the main part of this 
dissertation is not to study land form school. Those theories will be put in the 
Appendix 4 as further reference. 
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Figure 1 the ideal ancient feng shui model 
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3.3 Compass school (Li Qi 理氣) 
 
The compass school (Li Qi School) focuses on the relationship between 
humans, cosmic planets and the earth. Feng shui masters analyze feng shui of 
a property by identifying the flow of qi in the environment. The fundamental 
concepts of the Li Qi School and the actual practice of a feng shui master will 
be discussed in the next section.  
 
Li Qi School will be selected to be the analyzing tool in this dissertation. The 
first reason is that Xing Shi School is mainly used to select suitable sites to be 
developed while the Li Qi School is more commonly used to analyze feng shui 
of a property. Secondly, in Hong Kong, the selling of lands is constrained by 
the list of land sale. In this limited choice, it is quite impossible to select land by 
using Xing Shi School. However, developers can still choose how to design 
and construct the building by using Li Qi School theory. Therefore, Li Qi School 
is more suitable to be used to analyze real estates in Hong Kong. 
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3.3.1 Fundamental concepts of Feng Shui 
 
Concepts that will be discussed are Yin Yang (陰陽), Wu Xing (五行), Ba Gua 
(八卦), Tian Gan (天干), Di Zhi (地支) and Luo Pan (羅盤). These concepts 
were invented several thousands years ago in ancient China. Each of the 
concepts stated above contributes significant role in the whole feng shui theory. 
Without one of them, feng shui will not be functional. 
 
Before explaining the concepts, Yi Jing (易經) must be mentioned because it is 
the first literature telling Chinese philosophy and the nature of the universe. 
According to Chu (2003), the word “Yi” (易) of the book actually has three 
different meanings, changeableness ( 變 易 ), easy ( 簡 易 ) and 
unchangeableness (不易).  
 
Changeableness means that everything and everyone in the universal are 
changing from time to time. A person is changing every second because 
he/she is getting older and older or his/her mind is changing because he/she 
experiences more. An object is changing because it is used and is depreciating. 
This book teaches how and why things change.  
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The word “easy” does not mean the book is easy to read, but to tell people that 
one’s wisdom is not enough. The book says that there are too many things in 
the universe that we still cannot understand by our own wisdom and 
knowledge. However, the changes of everything are ruled. What we lack are 
wisdom and knowledge to find out all rules. Once our knowledge and wisdom 
are enough, we can interpret everything in the universe; everything then 
becomes easy to be understood.  
 
The third word “unchangeableness” means that everything in the universe is 
changing, except one thing, which is the rule of changing, or in Chinese, it may 
be called “Dao” (道). This Dao is unchanged and will exist forever. (Chu, 2003) 
 
3.3.2 Yin Yang Theory 
 
In Chinese philosophy, everything in the universe should exist in duality, which 
is the “Yin Yang” concept. Everything can be classified as yin or yang. For 
example, yin and yang represent “female” and “male”, “moon” and “sun” and 
“dark” and “light” respectively. Balance should be kept between yin and yang 
for harmony.  
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The following will be the further natures of Yin Yang. It may be difficult for 
foreigners to understand, but Chinese may understand them easily. 
 
The first one is that yin and yang are equal and opposite to each other, or 
called Yin Yang dui li (陰陽對立). As mentioned before, everything belongs to 
yin or yang. “Dark” and “light” should be equal in importance, however, they 
are opposite against each other because each of them cannot exist while 
another exists. Another example can present by a Chinese saying: life or 
growth does not exist when there is either yin or yang (孤陰不生, 獨陽不長). In 
this sentence, yin and yang may be female or male respectively. If there is only 
man in the world, no other life will be born and vice versa. 
 
The other one is the evolving nature of yin and yang, or called Yin Yang zhuan 
hua (陰陽轉化). This nature can be obviously observed from figure 1, the Tai 
Chi (太極) diagram. The black and white parts are called Yin Yang Fishes (陰陽
魚). There is a Chinese saying that things will turn over when they achieve their 
extremes (物極必反). The yin fish’s head turns to the yang fish’s tail because 
the yin fish achieves its extreme. They then interchange yin and yang from 
time to time. 
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Figure 2 Tai Chi diagram 
 
The Yin Yang theory gives seven implications. (Yow, 2006) 
 
1. It implies that whatever happens, there is always the opposite side of the 
coin. 
2. It highlights the importance of harmony and balance. This is translated into 
compromise and negotiation. 
3. It emphasizes on relative rather than absolute values. The propensity to 
think in relative, rather than absolute terms results in a more contextual, 
cyclical, rather than linear thought process. 
4. It highlights combination of possibilities, rather than simple, straight forward 
yes or no answer. 
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5. It infers that nothing is permanent, everything being subject to continuous 
change. Someone powerful today could loose all his influence and authority 
one day. Long term stability, rather than short term advantage, should be the 
ultimate objective. 
6. It favors moderation in preference to extremes. This is one of the central 
themes of Confucius thoughts.  
7. It demonstrates the equality and counter-dependence of factors.  
 
3.3.3 Wu Xing, the five elements 
 
Wu Xing (五行) is the five elements, wood, fire, earth, metal and water. These 
five elements interact with each other. There is a cycle of growth and 
generation, which ensures that the elements are properly balanced and in 
harmony. 
 
Things in nature are intricately balanced. Any accumulation or depletion of the 
five elements may lead to unbalance of them and bring about disaster. The 
balance of the five elements are controlling by themselves. As seen in figure 1, 
there is a pentagon having five elements at each corner: wood (mu木), fire 
 42
(huo火), earth (tu土), metal (jin金) and water (shui水). The black arrows show 
the generations of elements: wood can make fire strong, fire can create earth 
(ash), earth can bear metal, metal can carry water and water can nourish wood. 
The above is the generation cycle of the five elements. The pink arrows show 
the destructions of the five elements: wood can break the earth up, earth can 
block and absorb water, water can put out fire, fire can melt metal and metal 
can chop wood down. 
 
 
Figure 3 Wu Xing  
 
The Wu Xing concept can also be combined with the Yin Yang theory. Each of 
the elements can divide into two parts. They have different magnitudes and 
functions in feng shui and other Chinese skills. For example, wood can be 
separated as yin wood and yang wood so that they become a small herb and a 
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large tree. Yin water is a river while yang water is the sea. (Feuchtwang, 2002) 
 
3.3.4 Ba Gua 
 
Ba gua (八卦), or known as the eight trigrams, was first advocated by Fu Xi. In 
the period of his ruling, he observed everything on earth. He looked into the 
sky, looked down the earth, observed animals and humans. After that, he used 
eight different diagrams to represent the fundamental forms of the nature. The 
eight trigrams are constructed by three lines which may be straight lines or 
broken lines. Figure 3 below will show the eight trigrams and the directions 
which they are representing.  
 
Figure 4 Ba Gua and their directions 
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Qian (乾) represents northwest and “sky”, meaning energetic. 
Kun (坤) represents southwest and “earth”, meaning complaisance. 
Zhen (震) represents east and “thunder”, meaning shaking. 
Kan (坎) represents north and “water”, meaning dangerous. 
Ken (艮) represents northeast and “mountain”, meaning stable. 
Sun (巽) represents southeast and “wind”, meaning smooth. 
Li (离) represents south and “fire”, meaning cling. 
Dui (兌) represents west and “cloud”, meaning happiness. 
 
These eight trigrams can basically represent everything in the whole universe. 
This Ba Gua is known to be called Earlier Heaven Ba Gua (先天八卦) or Fu Xi 
Ba Gua (伏羲八卦). After that, Later Heaven Ba Gua (後天八卦) was invented 
by King Wen, so that it was also called as King Wen Ba Gua (文王八卦). The 
difference between the two Ba Gua is that Earlier Heaven Ba Gua tells the 
status when the universe was formed and the later one tells the changes in the 
universe and the rules of applications. Feng shui masters usually use the Later 
Heaven Ba Gua to analyze the feng shui of properties. After the invention of 
the Ba Gua, sixty four hexagrams4 were made by the ancient people in order 
                                            
4 Pictures of Sixty Four Hexagrams refers to the Appendix 5 
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to have a more detailed representation of the world. However, they are mainly 
used for divining so that they will not be discussed in this dissertation. (Skinner, 
1989) 
 
3.3.5 Tian Gan Di Zhi 
 
Tian Gan (天干) and Di Zi (地支) liberally mean celestial stems and terrestrial 
branches. There are ten Tian Gan and twelve Di Zi. These Tian Gan and Di Zi 
have their own different yin yang and wu xing.  
 
 
Figure 5 Tian Gan Di Zi 
 
The combinations of Tian Gan and Di Zi provide a whole range of parameters 
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necessary for Chinese zodiac signs5, Chinese calendar, mapping life destiny, 
divination, etc. There are totally sixty combinations of Tian Gan and Di Zi in 
total. This forms a cycle of Chinese calendar that the year will repeat every 
sixty years. Each year has its own characteristics and particulars. When doing 
feng shui analysis, it is important to find out the correct year in order to have a 
correct analysis. 
 
3.3.6 Practice of Li Qi School 
 
The Li Qi School highly requires the assistance of Luo Pan (羅盤), that is the 
Chinese compass. The use of Luo Pan is to identify the location of the property 
and search for the flow of qi. The compass school is a very complex feng shui 
school because it not only combines Yin Yang (陰陽) and Wu Xing (五行), but 
also Ho Tu (河圖), Luo Shu (洛書) and cosmology, which has been mentioned 
before, into its own theory. 
  
In analyzing feng shui of a particular property, the compass will first search for 
the direction of the property. That is to find the facing star (向星) of the property. 
                                            
5 Pictures of Chinese Zodiacs refers to the Appendix 6 
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The facing star is to determine how energy enters the property. Energy coming 
from the front is expansive and stronger than energy entering from elsewhere. 
Therefore, if the facing star is destructive, its harmful influence will be very 
strong and will spread very fast. However, if the facing star is nourishing, its 
beneficial influence will be increased.  
 
The first concept to introduce is the twenty-four direction circle (二十四山)6. 
The twenty-four direction circle may also be called “mountain circle”. It is used 
to determine where the flow of qi enters a given site. Feng shui readings begin 
with taking the direction of the front and back of a site. In the Luo Pan, each of 
the Ba Gua (eight trigrams) which represents eight different compass 
directions are subdivided into three partitions. This gives a total of twenty-four 
directions. The front orientation of the property is to be determined together 
with the back direction. The qi or energy entering from the front is more 
influential than energy entering from the back. The qi entering a placing can be 
beneficial, neutral or even malevolent to the people living or working inside, 
depending on the direction of entrance.  
 
                                            
6 The twenty four direction circle refers to Appendix 3 Luo Pan. The circle is at the 14 layer of 
the Luo Pan. 
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The symbols in the twenty-four direction circle include Ba Gua, Tian Gan and 
Di Zhi. Figure 5 shows the diagram of the twenty-four directions. Each direction 
is 15 degrees of the circle. Combining totally 24 directions forms the 
twenty-four direction circle.  
 
 
Figure 6 Twenty four direction circle 
 
For example, if the orientation of a building is south. That means the facing star 
of the building is Wu (午) which represents the south direction while the 
mountain star (山星), which representing the back of the building, is Zi (子). 
 
The determination of yin and yang of the twenty-four directions is shown in 
table 1. 
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Yang (陽) Yin (陰) 
qian(乾), sun(巽), ken(艮), kun(坤), 
yin(寅), shen(申), si(巳), hai(亥), 
jia(甲), geng(庚), bing(丙), ren(壬) 
zi(子), wu(午), mao(卯), you(酉), 
yi(乙), xin(辛), ding(丁), gui(癸), 
chen(辰), xu(戌), chou(丑), wei(未) 
Table 1 Yin and yang of the twenty four mountains 
 
The qi flows into the property from the entrance and the direction is 
represented by the stars mentioned. The flow of qi is revealed in the 
movement of the Ba Gua through the nine palaces (九宮). The nine palaces 
are the eight directions of the compass plus a centre. The eight positions are 
filled with one of the eight trigrams. Each palace is identified as a “star”.  
 
The figure below shows the path of the movement in the nine palaces. It is the 
way which a feng shui master uses the nine palaces7.  
 
Figure 7 the path of movement in the nine palaces 
                                            
7 Nine palaces with different numbers as the centre refer to Appendix 7 
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A nine palace diagram (九宮圖) will be set up to calculate the feng shui of the 
property. The construction of the nine palace diagram depends on the building 
completion date and the current year. The number of the period changes every 
20 years and has a cycle every 180 years. The number of the period will be 
placed at the center of the nine palaces and the whole nine palace diagram is 
constructed. After the nine palace diagram has set up, feng shui practitioners 
can analyze the property by the numbers in the diagram to see if the property 
is good or not. (Saxena, 2008) 
 
Year  Cycle Direction 
1864 1 North 
1884 2 Southwest
1904 3 East 
1924 4 Southeast
1944 5 Central 
1964 6 Northwest
1984 7 West 
2004 8 Northeast 
2024 9 South 
Table 2 year period with cycle numbers and directions 
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Some of the “stars” in the nine palaces are benevolent, some are neutral and 
some are malevolent stars. Whether the stars are benevolent, neutral or 
malevolent will be according to the year’s own period number. In general, 
number 2 and 5 lead to malevolent qi flow while others may be benevolent or 
neutral. 
 
An example of how a feng shui master analyzes a property will be shown. For 
a building built in 1972, it was in the sixth cycle. Nine palaces with the number 
6 in the middle is then constructed.  
 
 
Figure 8 nine palaces with center 6 
 
The facing star and the mountain star are to be found out. The facing direction 
and the mountain direction will be taken. Suppose the main entrance of that 
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building is facing to the south, that is Wu (午). The facing star is 1 and 
mountain star is 2. 1 and 2 will be put into the top right hand corner and the left 
right hand corner respectively. 1 represents Kan (坎) which its twenty-four 
direction Zi (子) is yin in nature. Then the number should be set in an 
anticlockwise sequence. The mountain star 2 represents Li (离) which its 
twenty-four direction Wu (午) is yang in nature. The number will be set in a 
clockwise sequence. This will give the nine palaces a complex of numbers as 
shown in figure 9. 
 
 
Figure 9 the completed nine palaces with 6 as the centre 
 
After the completion of the nine palaces, half of the feng shui analysis is 
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finished. We should now put the nine palaces into the floor plan of the property 
in that building. All rooms in the property have to be analyzed. Example 
illustrations will be given to show how feng shui masters apply the nine palaces 
onto the floor plans. 
 
 
Figure 10 Floor plan of the example property 
 
The directions of qi flow into the rooms are found by using a Chinese Ba Gua 
diagram. Qi flows into the living room, the master bed room and bed room  
from the sun (巽), sun (巽) and kun (坤) directions respectively. From the nine 
palaces constructed, the facing stars are 9, 9 and 4. In year of the sixth period, 
both 4 and 9 are neutral numbers. This means that qi flowing into the rooms 
does not bring any good or bad luck. The feng shui of this property is of a 
normal standard which is not good or not bad. 
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Figure 11 Floor plan of the example property 2 
 
In the second example, qi flows into the living room, the master bed room and 
bed room from the qian (乾), qian (乾) and ken (艮) directions respectively. 
From the nine palaces constructed, the facing stars are 2, 2 and 7. In year of 
the sixth period, 2 is a bad number while 7 is good. This means that the bad qi 
flowing to the living room and master bed room is bad while good qi flows into 
the bed room. The feng shui of this property is not good at all. 
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CHAPTER FOUR  METHODOLOGY AND DATA COLLECTION 
 
4.1 Introduction 
 
In this chapter, the methodology and the data collection of this dissertation will 
be discussed. Section 4.2 will talk about the collection of data. Section 4.3, 
methodology adopted to examine the relationship between feng shui and 
residential property price in Hong Kong and the hedonic pricing model to be 
tested will be discussed. Also, discussion on different variables used will be 
included in this section. In section 4.4, how to test the results will be discussed 
in Chapter 5. 
 
4.2 Collection of data 
 
A number of data have to be collected for this dissertation. The data have to be 
collected include: 
 
i. Transaction price 
ii. Transaction date 
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iii. Building age 
iv. Property size 
v. Floor level of the property 
vi. Feng shui of the property 
vii. Price indices from Rating and Valuation Department 
 
4.2.1 Source of Data 
 
All data excluding the feng shui of the properties and the price indices can be 
collected from comprehensive records of the Economic Property Research 
Centre (EPRC). The EPRC holds all transaction data in Hong Kong. Data 
which can be collected from the EPRC includes property address, floor plan of 
the property, transaction date, transaction price, gross floor area, net floor area, 
transaction price per gross floor area and transaction price per net floor area. 
 
The price indices which will be used to make an adjustment of time to the 
transaction prices can be collected from the Rating and Valuation Department. 
The price indices which will be collected are the private domestic price indices 
by class (territory-wide) in the historical data from the Department. The price 
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indices will be used to adjust the time effect on the transaction data. As there 
are many transactions of different kinds of properties in different periods of 
time, the properties are transacted under different situations. These situations 
may be because of the economic booming, economic downturn, mortgage 
interest rate, political environment, speculation activities, economic crisis, etc. 
In the price indices published by the Rating and Valuation Department, the 
indices are classified into 5 classes from A to E according to the different sizes 
of the properties by months. 
 
The feng shui factors of the housing estates will be analyzed and Li Qi (理氣) 
approach will be used in analyzing the feng shui of the properties. The detailed 
methodology of feng shui analysis will be discussed in Section 4.3.1 of this 
dissertation. 
 
4.2.2 Data sets in this study 
 
In this study, in order to make the research of the dissertation more 
generalized, more than one housing estate in Hong Kong will be selected. Four 
different housing estates are chosen as the data sets of the analyses. The four 
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housing estates are Luk Yeung Sun Chuen in Tsuen Wan, Sceneway Garden 
in Lam Tin, Sunshine City in Ma On Shan and Taikoo Shing in Quarry Bay. 
They are selected because the study of the dissertation can be more 
generalized if there are several different housing estates spread through Hong 
Kong. Luk Yeung Sun Chuen, Sceneway Garden, Sunshine City and Taikoo 
Shing are located in Kowloon West, Kowloon East, the New Territories and 
Hong Kong Island East respectively8. Also, these four housing estates have 
some similar characteristics. They are at top of the MTR station and have a 
shopping mall nearby. Similar characteristics can ensure that there is as little 
as impossible that any difference of characteristics of the housing estates can 
affect the feng shui of them. Furthermore, sufficient transaction data sets can 
be collected for the analyses because these four housing estates are the most 
popular estates in the respective districts. 
 
The transaction data of the residential units are set from the 1st of January, 
1995 to the 31st December, 1999. This five-year period is selected because 
these five years are falling within the same lucky year number. The year period 
changes once twenty years. Feng shui will change from one cycle to another. 
                                            
8 A map showing the locations of the selected housing estates refers to Appendix 7. 
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The seventh cycle, which 1995 to 1999 lie in, ended in 2004. People may not 
price feng shui into property prices in the period of changing year cycle 
because there is an uncertainty of luck. Therefore, data from 2004 to 2008 and 
2000 to 2004 are not selected as data base. 9,123 transaction data sets of 
housing estates are collected so that there are sufficient sets of data to ensure 
the significance of the result. Floor plans are used to analyze feng shui of the 
residential property. The detailed methodology of how to quantify feng shui as 
a factor will be discussed in the following section 4.3.1. 
 
4.3 Analysis method 
 
The analysis of the dissertation will include two parts. The first one is to 
analyze the feng shui of the selected housing estates. Feng shui will be then 
converted into an independent variable in the regression equation. All the feng 
shui analysis will be analyzed by the Li Qi feng shui theory; to ensure all the 
analyses are done accurately, they will be verified by a feng shui master who is 
the feng shui advisor of this dissertation. The other part is to use hedonic 
pricing model to analyze all the data about the residential housing estates 
selected. The detailed calculation of the hedonic pricing model will be shown in 
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Section 4.3.2. 
 
4.3.1 Feng shui 
 
In this section, the methodology of how to apply feng shui theory into 
properties will be discussed. The feng shui theory to be used is from the Li Qi 
School (compass school). Basically, feng shui concerns the flow of qi or energy 
which may be benevolent or malevolent. The Li Qi School is to find the best 
location which can let the good qi enter the property and prevent those bad qi 
from entering.  
 
The practice of how a feng shui master commonly uses to analyze a property 
is shown in Chapter 3. In this section, the way to quantify feng shui as a factor 
in the analysis of this dissertation will be shown. 
 
In testing the variable of feng shui, the calculation of feng shui will be quantified 
by a scoring system. In the Li Qi School theory, the luck is determined by the 
number in the nine palaces. The luckiness of the numbers is different from 
cycle to cycle. Data in the seventh cycle are used in this dissertation so that 7, 
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8 and 9 are the best numbers whilst 2, 5 are the worst number. The other 
numbers are relatively neutral to those stated. The scores of the number 1 to 9 
are set under the advice of the feng shui advisor of this dissertation. 
 
Cycle 1 2 3 4 5 6 7 8 9 
Score 80 50 60 60 0 60 89 88 83 
Table 3 Scoring system for the seventh cycle 
 
The property will be analyzed as mentioned in Chapter 3. The score of each 
room is added up together and divided by the number of rooms in order to get 
an average score of the property. If the score is higher than 80, then property is 
classified as having good feng shui; if the score is lower than 60, it is classified 
as having bad feng shui. The score in between is classified as on average. 
 
4.3.2 Hedonic pricing model 
 
In Rosen 1974, the hedonic prices are defined as the implicit prices of 
attributes and are revealed to economic agents from observed prices of 
differentiated products and the specific amounts of characteristics associated 
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with them. (Rosen, 1974) 
 
In the literature review, hedonic pricing model is used to estimate the 
relationship between different characteristics of the property to its own price. 
These different characteristics can be divided into three attributes: the 
structural attributes (S), the neighborhood attributes (N) and the locational 
attributes (L). (Mok et al., 1995) The structural attributes include the physical 
conditions and characteristics of the properties such as the age, floor level, 
size of the property, etc. Neighborhood attributes refer to the characteristics 
nearby the properties, such as having landfills, schools, any special buildings 
or structures beside, etc. The locational attributes include some characteristics 
which relate to the location of the property such as the distance from CBD, 
shopping centres, etc. 
 
The price (P) of a property in terms of the three attributes as a function is:  
 
P = F (S, N, L) 
 
Linneman (1982) stated that the equation is the marginal change in the total 
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site valuation association with a change in that trait when all other trait levels 
are held constant. (Linneman, 1982) Therefore, the equation of the hedonic 
pricing model should be as follows: 
 
 
 
where,  
 
P = property price; 
a0 = constant term; 
ai = coefficients of the locational attributes; 
Li = different characteristics of locational attributes; 
bj = coefficient of the structural attributes; 
Sj = different characteristics of structural attributes; 
ck = coefficient of the neighborhood attributes; 
Nk = different characteristics of neighborhood attributes; 
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e = stochastic or error term. 
 
The property price on the left side is the dependent variable and the others on 
the right are the independent variables. The coefficients of the three attributes 
are the changes in the property price (P) with a unit change of the 
corresponding attributes. That means one unit change in the Li, Sj and Nk can 
lead to a unit change of ai, bj and ck in the property price. As a result, the 
hedonic prices of the different attributes are their own coefficients ai, bj and ck.  
 
A hedonic pricing model using log-linear is developed: 
 
Log (PRICE) = a0 + a1AGE + a2AGE2 + a3FL +a4FL2 + a5NFA + a6NFA2  
    + a7FS1 +a8FS2 + e 
 
where,  
 
PRICE is the transaction prices of the properties; 
AGE is the age of the buildings; 
FL is the floor level of the unit; 
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NFA is the net floor area of the unit; 
FS1 equals to one if the unit enjoys good feng shui and zero otherwise; 
FS2 equals to one if the unit suffers from bad feng shui and zero otherwise; 
e is the stochastic and error term. 
 
The equation will be applied to the four sets of data in the next chapter for 
testing. There may be modifications on the dependent variables because not 
all independent variables can be applied into each model. The reasons of 
using the dependent variable and independent variables stated above will be 
explained as follows: 
 
i. PRICE 
 
The PRICE is the transaction price of the residential property. It is a dependent 
variable which is the deflated selling price of the residential property in Hong 
Kong.  
 
Transaction prices are collected from the EPRC. The transaction price shows 
the dealing price on the particular data. There are problems in the prices 
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because there was inflation before or after the period of data collecting so that 
the price would generate a time series problem. In order to solve this problem, 
this nominal price would be deflated by the price index which was published by 
the Rating and Valuation Department. The price index is designed to measure 
the price changes with quality kept at a constant. The index is compared based 
on year 1999. After the adjustment by the index, the transaction price would be 
turned into the price level in 1999. 
 
The transaction price will be adjusted as follows: 
 
PRICE= TP * 100 / I 
 
where, 
 
PRICE is the transaction prices of the properties based in 1999; 
TP is the transaction prices of the properties on the particular transaction 
dates; 
I is the monthly price index which is used to adjust the transaction price at the 
particular transaction date. 
 67
ii. AGE 
 
AGE is the age of the particular residential property when the transaction has 
been made. It is counted from the building completion date to the date of 
transaction. The age is related to the physical condition of the property. It can 
become a measurement of the physical condition of the building itself or the 
facilities in the building. It is because the physical condition depreciates 
through time, the older the building is completed, the worse the physical 
condition should be, except when building renovation takes place.  
 
iii. FL 
 
FL is the floor level of the transacted property located. In other words, actual 
floor number is counted for representation. Higher floor level will lead to a 
better view because there should be less obstruction which will block the view 
from the property and will provide a less polluted environment to the property 
of both air and noise pollution.  
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iv. NFA 
 
NFA is the net floor area of the property. GFA is not chosen because common 
areas such as corridor, lift lobby and staircase area are included in it. Net floor 
area includes the area inside the property only. Therefore, it is more likely to be 
the consideration of people when they are going to buy a flat. Therefore, NFA 
is used in the model. 
 
v. FS1 and FS2 
 
FS1 and FS2 are representing whether the property has good feng shui or bad 
feng shui. Both FS1 and FS2 are dummy variables which are used to model 
qualitative factors that can affect the dependent variable. FS1 and FS2 
represent good feng shui and bad feng shui respectively. FS1 will be “1” if the 
property has good feng shui, otherwise, it gets “0”. FS2 will be “1” if the 
property has bad feng shui, otherwise, it gets “0”. 
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The expected signs of the independent variables are as follows: 
 
Independent variable Expected sign 
AGE Negative 
AGE2 Positive 
FL Positive 
FL2 Negative 
NFA Positive 
NFA2 Negative 
FS1 Positive 
FS2 Negative 
Table 4 Expected signs of independent variables 
 
4.4 Test statistics 
 
After the regression is done, the empirical results have to be interpreted. There 
are two test statistics being shown in the model. They are the coefficient of 
determination (R2) and the t-statistic. In order to examine the significance of 
the empirical results, these statistics are to be analyzed. 
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4.4.1 Coefficient of Determination (R2) 
 
The coefficient of determination (R2) is a measurement of the proportion of 
variation in the dependent variable by the variable of the independent variable. 
It is ranged from 0 to 1. The closer R2 is to 1, the higher the explanatory power 
in explaining the variation in the dependent variable by the constructed model.  
 
If R2=1, all the sample data can perfectly be explained by the constructed 
model and the model fits the data. If R2=0, the result is vice versa. If R2=0.95, it 
means that 95% of the variation in the dependent variable is due to the 
variable of the independent variables. The remaining 5% of the variation of the 
independent variable cannot be explained by the constructed model or still 
cannot be found. The best result will have a higher level of R2 in order to be 
with higher explanatory power. 
 
4.4.2 t-statistic (t) 
 
The t-statistic is used to test the significance of the coefficient of the 
independent variables. The t-statistic is calculated depending on the 
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regression coefficient of the independent variable and the standard error of the 
coefficient. It is noted that the value of t-statistic gives no importance to the 
magnitude of the coefficient of an independent variable, but to the significant of 
the independent variable. The independent variable can be very significant to 
the dependent value but the effects of the independent variable on the 
dependent variable can be small. 
 
It takes its effect to show the significance of the regression coefficient of the 
independent variables when the critical value in a regression model has been 
set. For 95% confidence level, the critical value for standard normal distribution 
curve is 1.96. It means if the magnitude of a t-statistic is higher than 1.96, the 
coefficient of the attribute is significant at 95% significance level. 
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CHAPTER FIVE   EMPIRICAL RESULTS 
 
5.1 Empirical results for the data 
 
In this chapter, analyses for four sets of data are to be carried out. As each set 
of data has its own locational attributes and neighborhood attributes which 
cannot be eliminated in the regression model. Therefore, the four housing 
estates will be analyzed one by one. Analyses of each housing estate will be 
presented in the following four sections. Subject to different conditions of 
different housing estates, some of the independent variables may change in 
different sets. To uphold the explanatory power of the independent variables 
with respect to the dependent variable, two criteria should be met: 
 
i. The coefficient of the independent variables should be significant at 5% 
 significant level. 
ii The coefficient of the independent variables should be as the same sign as 
 expected. 
 
As the results of the independent variables “FS1” and “FS2” which represent 
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good feng shui and bad feng shui in the four sets of data are similar, a detailed 
explanation on these two factors will be presented in the section 5.2 general 
explanation. 
 
5.1.1 Sceneway Garden 
 
The Sceneway Garden is a popular residential housing estate in Lam Tin. 
There are totally 17 blocks of residential buildings. It is located on the top of the 
Sceneway Plaza which is at top the Lam Tin MTR Station and provides a 
transport interchange. Therefore, it is very convenient for its residents to shop 
or go to elsewhere in Hong Kong.  
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There are 2,588 samples in the analysis of Sceneway Garden. After 
calculation, the results are summarized in the following table:  
 
Dependent Variable: LOG(PRICE)  
Method: Least Squares   
Sample: 1 2588    
Included observations: 2588   
LOG(PRICE)=C(1)+C(2)*AGE+C(3)*AGE^2+C(4)*FL+C(5)*FL^2+C(6)*NFA 
        +C(7)*NFA^2+C(8)*FS1+C(9)*FS2  
 Coefficient Std. Error t-Statistic Prob.   
C(1) 12.62539 0.168882 74.75855 0.0000 
C(2) 0.031376 0.010584 2.964394 0.0031 
C(3) -0.005635 0.000916 -6.153739 0.0000 
C(4) 0.007957 0.000714 11.15098 0.0000 
C(5) -7.20E-05 2.16E-05 -3.330211 0.0009 
C(6) 0.005145 0.000523 9.830383 0.0000 
C(7) -2.22E-06 4.16E-07 -5.337955 0.0000 
C(8) 0.023503 0.012257 1.917499 0.0553 
C(9) -0.015432 0.004670 -3.304643 0.0010 
R-squared 0.762757    Mean dependent var 15.04830 
Adjusted R-squared 0.762021    S.D. dependent var 0.172621 
S.E. of regression 0.084210    Akaike info criterion -2.107537 
Sum squared resid 18.28847    Schwarz criterion -2.087163 
Log likelihood 2736.153    Hannan-Quinn criter. -2.100154 
F-statistic 1036.466    Durbin-Watson stat 1.597195 
Prob(F-statistic) 0.000000    
Table 5 Sceneway Garden 
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Adjusted R2 is 0.762021 which is a high level of significance, impling that there 
is a high explanatory power on the independent variables. Except the 
coefficient of the independent variables “age” and “age2” having different signs 
from expectation, the coefficient of “FS1” good feng shui is not significant 
enough, whilst others independent variables are significant.  
 
The failure of age and age2 may be able to be explained by the time period of 
data collection. The time period of data collection is five years only. The “age” 
effect may not be so obvious that can easily be observed in such a short period 
of time. 
 
For the effect of feng shui in property price, it can be found that the effect of 
good feng shui is insignificant and the effect of bad feng shui is significant – 
there is about a 1.5% discount on the property price for a bad feng shui 
property. 
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5.1.2 Sunshine City 
 
The Sunshine City is a big residential housing estate in Ma On Shan. There 
are totally 16 blocks of residential buildings. It is located on the top of the 
Sunshine City Mall, near the Ma On Shan Plaza and the Ma On Shan MTR 
Station. There are also several public parks nearby the development. 
Residents there can enjoy large varieties of activities and can transport to 
places in Hong Kong very conveniently by MTR. 
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There are 2,449 samples in the analysis of Sunshine City. After calculation, the 
results are summarized in the following table: 
 
Dependent Variable: LOG(PRICE)  
Method: Least Squares   
Sample: 1 2449    
Included observations: 2446   
LOG(PRICE)=C(1)+C(2)*AGE+C(3)*AGE^2+C(4)*FL+C(5)*FL^2+C(6)*NFA 
        +C(7)*NFA^2+C(8)*FS1+C(9)*FS2  
 Coefficient Std. Error t-Statistic Prob.   
C(1) 13.65022 0.067580 201.9851 0.0000 
C(2) -0.050374 0.006338 -7.947749 0.0000 
C(3) 0.005983 0.001130 5.296863 0.0000 
C(4) 0.000735 0.000789 0.931213 0.3518 
C(5) 6.61E-05 1.70E-05 3.892137 0.0001 
C(6) 0.002264 0.000297 7.634545 0.0000 
C(7) -1.04E-07 3.14E-07 -0.329856 0.7415 
C(8) -0.007457 0.005481 -1.360434 0.1738 
C(9) -0.012804 0.005181 -2.471601 0.0135 
R-squared 0.870548    Mean dependent var 14.64784 
Adjusted R-squared 0.870123    S.D. dependent var 0.243810 
S.E. of regression 0.087866    Akaike info criterion -2.022346 
Sum squared resid 18.81450    Schwarz criterion -2.000997 
Log likelihood 2482.329    Hannan-Quinn criter. -2.014586 
F-statistic 2048.558    Durbin-Watson stat 1.722061 
Prob(F-statistic) 0.000000    
Table 6 Sunshine City  
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Adjusted R2 is 0.879548 which indicated that there is a high explanatory power 
on the independent variables. However, there are three independent variables 
which are insignificant in this analysis. They are “Fl” floor level, “NFA2” net floor 
area square and “FS1” good feng shui. And the FL2 has an opposite sign from 
expectation. 
 
Floor level is used to be considered as it is with a positive coefficient. However, 
in the case of Sunshine City, floor level is insignificant and the floor level 
square has a reversed sign as expectation. These can be explained by the 
surrounding environment. There are many tall buildings surrounding the eight 
blocks which is taken into account. There is no subtle difference between lower 
floor and higher floor because all the views are actually blocked. Therefore, the 
effect on the floor level should not be significant and effect of floor level square 
is very low.  
 
The net floor area square is not significant. It indicates that the increase of NFA 
to the property price is a linear curve. Increase in one unit of NFA is always the 
same even large amount of NFA is added. 
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“FS1” is not significant in 5% confidence level and “FS2” is significant with an 
effect of discounting about 1.28% on property prices. 
 
5.1.3 Taikoo Shing 
 
Taikoo Shing is a popular residential housing estate in Hong Kong Island East. 
There are large amounts of transactions every year. It is located on the top of 
Taikoo MTR Station and near the Cityplaza. There are totally 61 residential 
buildings. The residents can enjoy high quality of property management 
because the Taikoo Shing is famous for this. They can also enjoy the grand 
shopping mall and can get assess to everywhere in Hong Kong by MTR. 
 
Taikoo Shing is a very large development and some buildings are far away 
from the MTR station. On Shing Terrace, Kam Din Terrace and Sing Fai 
Terrace which are the three nearest terraces to the MTR are chosen as 
samples in order to eliminate the locational attribute. 
 
According to the methodology of feng shui stated in Chapter 4, it is found that 
there is no good feng shui property in these three terraces. Therefore, the 
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independent variable “FS1” which represents for good feng shui is eliminated 
in this analysis. 
 
There are 2,282 samples in the analysis of Taikoo Shing. After calculation, the 
results are summarized in the following table: 
 
Dependent Variable: LOG(PRICE)  
Method: Least Squares   
Sample: 1 2282    
Included observations: 2282   
LOG(PRICE)=C(1)+C(2)*AGE+C(3)*AGE^2+C(4)*FL+C(5)*FL^2+C(6)*NFA 
        +C(7)*NFA^2+C(8)*FS2   
 Coefficient Std. Error t-Statistic Prob.   
C(1) 14.76982 0.214908 68.72622 0.0000 
C(2) -0.096922 0.020629 -4.698460 0.0000 
C(3) 0.002378 0.000622 3.825691 0.0001 
C(4) 0.011003 0.001182 9.312561 0.0000 
C(5) -0.000244 3.65E-05 -6.680648 0.0000 
C(6) 0.001673 0.000426 3.928278 0.0001 
C(7) 2.42E-08 3.27E-07 0.074155 0.9409 
C(8) -0.008982 0.004090 -2.196227 0.0282 
R-squared 0.715237    Mean dependent var 15.01408 
Adjusted R-squared 0.714361    S.D. dependent var 0.177486 
S.E. of regression 0.094858    Akaike info criterion -1.869379 
Sum squared resid 20.46140    Schwarz criterion -1.849282 
Log likelihood 2140.962    Hannan-Quinn criter. -1.862049 
F-statistic 815.9423    Durbin-Watson stat 1.603742 
Prob(F-statistic) 0.000000    
Table 7 Taikoo Shing 
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Adjusted R2 is 0.714361 which implies high explanatory power of the 
independent variables. In this analysis, almost every independent variable 
except NFA2 is significant. The NFA2 means that NFA is a linear function that 
NFA increase linearly without curving on it. 
 
“FS2” which represents for bad feng shui is significant and has an effect of 
discounting about 0.8% on the property prices. 
 
5.1.4 Luk Yeung Sun Chuen 
 
Luk Yeung Sun Chuen is located in Tsuen Wan and is at top of the Tsuen Wan 
MTR Station. It is beside a big shopping mall called Luk Yeung Calleria. There 
is another new shopping centre, Tusen Wan New Town Mall, a short distance 
away. This housing estate is also near the famous historical buildings, the Sam 
Tung Uk Museum and Tin Hau Temple.  
 
According to the methodology of feng shui stated in Chapter 4, it is found that 
there is no good feng shui property in the Luk Yeung Sun Chuen. Therefore, 
the independent variable “FS1” which represents for good feng shui is 
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eliminated in this analysis. 
 
There are 1,804 samples in the analysis of Luk Yeung Sun Chuen. After 
calculation, the results are summarized in the following table: 
 
Dependent Variable: LOG(PRICE)  
Method: Least Squares   
Sample: 1 1804    
Included observations: 1804   
LOG(PRICE)=C(1)+C(2)*AGE+C(3)*AGE^2+C(4)*FL+C(5)*FL^2+C(6)*NFA 
        +C(7)*NFA^2+C(8)*FS2   
 Coefficient Std. Error t-Statistic Prob.   
C(1) 12.39605 0.515426 24.05009 0.0000 
C(2) 0.048679 0.026294 1.851352 0.0643 
C(3) -0.002224 0.000967 -2.299587 0.0216 
C(4) 0.011775 0.000878 13.41071 0.0000 
C(5) -0.000268 2.71E-05 -9.877241 0.0000 
C(6) 0.005195 0.001968 2.640154 0.0084 
C(7) -3.26E-06 1.91E-06 -1.703945 0.0886 
C(8) -0.013460 0.003774 -3.566198 0.0004 
R-squared 0.713318    Mean dependent var 14.49486 
Adjusted R-squared 0.712201    S.D. dependent var 0.144870 
S.E. of regression 0.077718    Akaike info criterion -2.267032 
Sum squared resid 10.84803    Schwarz criterion -2.242652 
Log likelihood 2052.863    Hannan-Quinn criter. -2.258034 
F-statistic 638.3977    Durbin-Watson stat 1.721598 
Prob(F-statistic) 0.000000    
Table 8 Luk Yeung Sun Chuen 
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Adjusted R2 is 0.712201 which implies a high explanatory power of the 
independent variables. There are two variables, age and NFA being not 
significant. As the time period of data collection is quite short which is five 
years only, the real effect of age on the property price cannot be clearly shown 
in this model. Therefore, the independent variable “age” is insignificant.  
 
The insignificant NFA2 shows that the NFA has a linear function which does not 
have any curve on the line. 
 
The “FS2” is significant and there is a negative effect of discounting about 
1.3% on the property prices. 
 
5.2 General explanation 
 
From the data analyzed above, it is found that there should be an effect on 
residential properties by feng shui. For the effect of feng shui in property price, 
the effect of good feng shui is insignificant while the effect of bad feng shui is 
very significant and has a discounting effect on the property price.  
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The properties with good feng shui are not benefited in term of a better price 
while the properties with bad feng shui would make the property prices suffer 
by from about 0.9% to 1.5%.  
 
The explanation of the reason has to be started from the transaction process of 
properties. Firstly, the property agencies will approach the owners of the 
properties or the owners contact the agencies themseleves. They will come up 
with a marked price for the properties. However, the valuations of the 
properties are usually done by the property agencies which will not consider 
feng shui as a matter in valuating the properties. Therefore, the marked price 
will not include the value of feng shui inside.  
 
Then, buyers who believe in feng shui and consult feng shui masters will 
inspect the properties before they make solid decisions on purchase or not. 
For good feng shui properties, the buyers will of course not to give a value for 
feng shui to the properties to increase their costs. On the other hand, for those 
bad feng shui properties, the buyers will bargain with the sellers and push 
down the marked prices of the properties in order to be able to buy the 
properties at a lower price.  
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CHAPTER SIX   CONCLUSION 
 
The dissertation will be concluded by the summary of findings. Limitation of 
study will then be stated and area will be suggested for the purpose of any 
further study. 
 
6.1 Summary of findings 
 
The hypothesis in this dissertation was tested and proved to be significant. 
From the data of the four housing estates analyzed in Chapter 5, feng shui was 
a significant factor on the consideration of the prices and a discount was 
shown on residential properties with bad feng shui on their property prices. The 
results showed that about 0.9% to 1.5% discount was shown in the property 
prices of bad feng shui properties. It concluded that the bad feng shui can be a 
negotiating power for the buyers to negotiate with the sellers to decide the 
property prices. It would be better for a buyer to push down the property price 
of a bad feng shui property, otherwise, he would have bought an “overpriced” 
property.  
 
 86
The factor of good feng shui in the analyses was rejected which indicated that 
there was no premium for a good feng shui property. It was due to the 
valuation method of the property agencies. They did not valuate feng shui as a 
factor of the attributes of the properties. Therefore, it would be better not to 
give a value for a good feng shui property when buyers want to purchase 
properties. 
 
6.2 Limitation of study 
 
In this dissertation, Li Qi School was used as an analysis tool to measure the 
feng shui of properties. The school was selected because it involved standard 
calculations in analyses. There is Xing Shi School which has a different way to 
measure feng shui. However, for Xing Shi School, as Hong Kong is an urban 
city, the environment is not the same as the world in the past. Many buildings 
and roads are in the city instead of rivers and mountains being nearby. Xing 
Shi School is then very difficult to measure. And there is no common scale to 
measure Xing Shi School in this modern world. Therefore, one school was 
selected only, that is the Li Qi School. But it will be better to have both schools 
used in the analyses to test if there are effects by both schools of feng shui. 
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As the year period of feng shui changes once twenty years and the EPRC 
does not provide transaction data from 1984 to 2004, data of the whole year 
cycle could not be collected for this dissertation. Another study can be 
conducted with all transaction data of the whole cycle in the future.  
 
6.3 Area for further study 
 
The effect of feng shui on residential properties was analyzed in this 
dissertation. And the effect of feng shui on commercial properties has been 
analyzed by Mak (1995). However, in Mak (1995), three commercial buildings 
only in CBD were selected as the samples of the model. His work was not 
general enough in Hong Kong as there were still many commercial buildings in 
areas far away from CBD such as Shau Kei Wan. Therefore, more samples 
and samples in more different districts should be collected. Besides, there is 
still no research about the effect of feng shui in industrial buildings on the 
property value. It should be another area for any further study in this field. 
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Appendices 
 
Appendix 1 Ho Tu (河圖) 
 
 
 
It is the mysterious diagram which was discovered by the ancient Chinese King 
Fu Xi (伏義) from a horse at the River Ho. The Ho Tu generated the Earlier 
Heaven Ba Gua (先天八卦) which describes the ideal order of things (the 
permanent underlying reality) and is a powerful tool for Chinese geomancy. 
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Appendix 2 Luo Shu (洛書) 
 
 
 
It is a mysterious diagram discovered by the ancient Chinese King Yu (禹) from 
the shell of a tortoise at Rive Luo. The Luo Shu generated the Later Heaven 
Ba Gua (後天八卦) which is used to predict the phenomena of flux and change.  
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Appendix 3 Luo Pan (羅盤) 
 
 
 
The Luo Pan is a tool which every feng shui master uses to determine the 
directions and orientations. This makes Luo Pan become the symbol of feng 
shui master nowadays.  
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Appendix 4 Land Form School Theory 
 
From page 102 to 106, the pictures show the good and bad locations of the 
buildings. 
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From page 107 to 108, the pictures show the good and bad combinations of 
properties. 
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The pink dot represents the location of house while the lines are water courses. 
These diagrams show the unfavorable locations: 
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Appendix 5 Sixty Four Hexagrams (六十四卦) 
 
 
 
These sixty four Hexagrams are generated by Ba Gua. They are mainly used 
for the geomancy purpose. 
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Appendix 6 Chinese Zodiacs 
 
 
 
The Chinese Zodiac starts from rat (the lowest one) and then turns to next one 
clockwisely. Each animal represents one year in the Chinese calendar. 
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Appendix 7 Nine Palace Diagrams (九宮圖) 
 
 
 
Each of the diagrams shows different numbers in centre. The number in the 
centre represents the year cycle changing once 20 years.  
 108
Appendix 8 Locations of the selected housing estates 
 
 
 
This is a map showing the locations of the four housing estates selected. The 
red spots are the locations of them. 
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Appendix 9 Letter of Declaration from Feng Shui Master 
 
 
